11FL SECURITIES 


FAQ -INTER-OPERABILITY OF CLEARING CORPORATIONS 


Currently, the market participants (Broker) have to settle trades through the clearing corporation 
(CC) owned by the bourse on which the trade was executed viz. IMSE Clearing (formerly the 
National Securities Clearing Corporation), a wholly-owned subsidiary of the IMSE, is responsible 
for clearing and settlement of all trades executed on the IMSE similarly, Indian Clearing 
Corporation, incorporated in 2007, handles the activity for the BSE. 

An expert Committee constituted by SEBI, under the Chairmanship of Shri K V Kamath, had, 
inter alia, examined the 'Viability of Interoperability between different Clearing Corporations'. 
Thereafter, SEBI Board approved suitable amendments to the Securities Contracts (Regulation) 
(Stock Exchanges and Clearing Corporations) Regulations to, inter alia, enable interoperability 
among clearing corporations vide SEBI circular No. CIR/MRD/DRMNP/CIR/P/2018/145 dated 
27.11.2018. 

Interoperability among Clearing Corporations (CCPs) necessitates linking of multiple Clearing 
Corporations. It allows market participants to consolidate their clearing and settlement functions 
at a single CCP, irrespective of the stock exchange on which the trade is executed. 

Inter-operabilitv of Clearing Corporation is going live from 15 th July. 2019 

IIFL Securities has opted to settle their trades through IMSE Clearing (formerly the National 
Securities Gearing Corporation), a wholly-owned subsidiary of the IMSE for Cash Market Segment 
and ICICI Bank (Professional Clearing Member) for Equity Derivatives and Currency Derivatives 
Segment 


Common Questions: 

1. If an investor buys a scrip in one exchange and sell it in another exchange, will his/her 
position be netted off? 

Yes. An investor trading through the same broker across exchanges will be eligible for netting 
benefits for his trades in a given security across exchanges. The Margin requirement shall be 
netted at level of client; for trades across exchanges. 

Z Which futures contract will be eligible for netting across exchanges? 

The futures have to be the same underlying and same expiry. 

3. Which options will be eligible for netting across exchanges? 

The options have to be the same underlying, same type (Call/Put), same expiry and same strike. 

4 How will the margin calculated for individual Client? What would constitute client's portfolio 
under the interoperability framework? 

Currently, margins are calculated on an individual client's portfolio level in a given segment for a 
particular exchange. However, under interoperability, margin requirement shall be netted at level 
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of dient, for trades across exchanges. An individual client's portfolio would comprise of his net 
positions in securities across exchanges in the case of the Equity Cash Segment Similarly, the 
portfolio would include his net positions in all the futures and options contracts across exchanges 
in the case of Equity Derivatives and Currency Derivatives segments. 

5. Will there be a change in the margin collected from clients? 

There will be no change in the margin models or risk parameters. 

6. Currently MTM margin is to be paid by clients' before start of the next trading day - will the 
timeline remain unchanged post interoperability? 

Yes. All processes that are currently applicable under the current scenario will continue to be 
applicable for trades executed on another exchange 

7. How end of day settlement prices for same contracts traded on different trading venues, will 
the trading venues be determined? 

The Daily & Final Settlement price shall be common across Exchanges and Clearing Corporations. 


Illustration 


Exchange 

Closing Price of the 
Derivative Contract 
("CP") 

Volume in the last 30 
minutes ("V") 

Uniform Daily 
Settlement Price 

1 

1,100.42 

20,00,000 

1,100.38 

2 

1,092.54 

10,000 

3 

1,103.65 

0 

Uniform Daily 
Settlement 

Price 

= (CPI x VI + CP2 x V2 + CP3 x V3) / 

[VI + V2 + V3) 

= (1.100.42 x 20.00.000 + 1.092.54 x 10.000 + 1.103.65 x 01 

(20,00,000 + 10,000 + 0) 

= 1,100.38 


8. Will there be any change in the settlement process for Equity cash & Derivatives segment? 

No. There will be no change in the settlement process of Equity cash & Derivatives segment 
Settlement will be effected in accordance with the Settlement Calendar issued by Clearing 
Corporation from time to time for the respective segment, the settlement will be based on the 
consolidated position of the trades across multiple Exchanges 

9. Will the settlement be on the netted Payin / Payout amount for positions across exchanges? 
Yes. The settlement will be netted except for trades in Trade for Trade securities. 

10. Will the settlement number be uniform across exchanges under the interoperability 
framework? 

There will be no changes to the existing settlement numbers. Settlement number of the 
respective Clearing Corporation shall prevail (If NCL is CC then Settlement No. of NCL will prevail) 
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11. If an investor buys a near month contract of an underlying in one exchange and sell a far 
month contract of the same underlying in another exchange, will I get calendar spread margin 
benefit? 

Yes, the position will be eligible for calendar spread margin benefit 

12. Will an investor get Net Option Value ("NOV") benefit for buy open position in one exchange 
and sell open position in another exchange? 

Yes, NOV of a portfolio is calculated as the Long Option Value minus the Short Option Value 
(irrespective of which exchange the options trades have been executed). A positive NOV will 
continue to reduce your SPAN Margin Requirement while, a negative NOV will continue to 
increase your SPAN Margin Requirement 

13. Will Buy Premium for options traded on another exchange be blocked by CC or the other 
exchange's clearing corporation? 

Yes 

14. What is the applicability of Securities Transaction Tax (STT) post implementation of 
Interoperability among Clearing Corporations? 

The Central Board of Direct Taxes vide their letter dated June 6, 2019 has issued the following 
clarification: 

"Under the provisions of STT, it is not material to the charge and levy of STT as to whether the 
settlement of trade takes place within the same stock exchange/clearing corporation or across 
multiple stock exchanges / clearing corporations. Accordingly, interoperability of clearing 
corporations shall have no impact on the incidence of STT on securities and STT at a lower rate 
shall continue to apply for trades/transactions settled otherwise then by delivery of shares even 
under the interoperable framework " 

The STT on trades done on the multiple stock exchanges which are settled under interoperability 
framework and are settled otherwise then by actual delivery shall be levied as per section 98 of 
the Finance (No. 2) Act, 2004.(Sr. No.3 of the TABLE), (i.e. at the rate of 0.025 per cent by the 
Seller) 

15. Will there be any change in the brokerage charged by the Trading Member? 

There is no change in the brokerage system 

16. Will there be any change in the policy of Delayed Fbyment Charges (DPC) ? 

There is no change in the process and calculation of Delayed Payment Charges. 

17. What will be the new process for T + 6 unsettled debit balance? 

Gient will be required to pay the outstanding debit balance or sell equivalent amount of 
securities and give delivery of shares. In case of any non-payment. Trading Member reserves 
right to liquidate the securities to recover the debit balance. Buying a security in one exchange 
and selling it in another exchange through the same broker will lead to netting off trades in the 
given scrip - intraday transaction. 
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